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TO OUR SHAREHOLDERS 


By order of the Board of Directors this Annual Report for the fiscal year ended January 30, 1965 
is submitted herewith. The Report includes a Summary of Earnings, Statement of Financial Condition 
and Statement of Stockholders’ Investment, certified by Messrs. Ernst & Ernst, our independent 
public accountants. 


SALES AND EARNINGS 

1964 was an historic year for Strawbridge & Clothier. For the first time annual Company sales 
volume exceeded $100,000,000, with an increase of 15% over the previous year. 

A large measure of the Company’s sales increase was attributable to our new Springfield branch 
which, opened on February 12, 1964, has exceeded our expectations and has already established for 
itself a clear-cut acceptance in Delaware County. It should be noted as well that in total the Branch 
Stores continue to contribute an increasing share of the Company’s sales volume. 

Philadelphia, like the rest of the nation, enjoyed a vigorous and healthy economy, undoubtedly 
stimulated by the consumer’s reaction to the income tax cut resulting in increased disposable income. 
Also, the retail business, highly sensitive to weather, benefited greatly by favorable conditions which 
prevailed throughout the entire year. 

In Philadelphia the new Parking Authority Garage, opened on Washington’s Birthday last year, 
has had a beneficial effect on the Main Store sales. Last year this garage parked in number of cars 
almost exactly what was forecast, and customers have given us reason to believe that they consider 
this facility a significant convenience for easier shopping. This garage, Philadelphia’s largest, with a 
1,000 car capacity, is directly connected to three of the selling floors, offering complete weather 
protection for the shopping public. 

Net earnings for the year amounted to $3,543,544 compared to $2,577,349 for 1963, an increase of 
$966,195 or 37.5%. Earnings per share were $3.71 in 1964 compared to $2.58 in 1963, both amounts 
calculated on the number of shares outstanding at January 30, 1965. 

1964 net earnings were the highest in sixteen years and have only been exceeded in the history of 
the Company by the three unusual post-war years, 1946 to 1948. Earnings before taxes were reduced by 
a “LIFO” adjustment of $82,212. However, the changes in Federal income tax law produced substan¬ 
tial benefits in investment credits and a lower percentage of income tax. 
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Comparison of the current year’s operating results and the disposition thereof with the previous 
year follows: 

Increase 



1964 

1963 

Decrease * 

Earnings before “LIFO” adjustment and taxes . 

$7,440,756 

$5,591,068 

$1,849,688 

“LIFO” adjustment—increase (decrease). 

82,212 

(46,281) 

128,493 

Earnings before taxes. 

7,358,544 

5,637,349 

1,721,195 

Taxes on income. 

3,815,000 

3,060,000 

755,000 

Net earnings. 

3,543,544 

2,577,349 

966,195 

Cash Dividends on Preferred Stock. 

308,253 

322,002 

13,749* 

Cash Dividends on Common Stock. 

872,614 

831,067 

41,547 

Stock Dividend on Common Stock. 

41,566 shares 24,213 shares 17,353 shares 

Earnings retained for use in the business. 

2,362,677 

1,424,280 

938,397 


FINANCIAL CONDITION 


The sound financial condition of your Company has been well maintained as indicated by the 


following statistics: 

January 30, 
1965 

February 1, 
1964 

Increase 
Decrease * 

Current Assets. 

.. . $36,989,671 

$34,107,873 

$2,881,798 

Current Liabilities. 

. . 8,551,428 

9,549,177 

997,749* 

Ratio Current Assets to Current Liabilities. 

4.33 to 1 

3.57 to 1 


Working Capital. 

.. . 28,438,243 

24,558,696 

3,879,547 

Long-Term Indebtedness. 

6,884,045 

5,444,192 

1,439,853 

Preferred Stock. 

6,147,900 

6,202,900 

55,000* 

Common Stock Equity. 

.. . 37,700,555 

35,340,174 

2,360,381 

Book Value Per Share of Common Stock. 

43.19 

40.49 

2.70 


Common Stock equity reached another all time high. Regular quarterly dividends of $1.25 were 
paid on the $5 Cumulative Preferred Stock. The required sinking fund provision of the $5 Cumulative 
Preferred Stock was fulfilled. Quarterly dividends of 25 cents were paid on the Common Stock. On 
March 17, 1965 the Board of Directors declared a 7% Stock Dividend on the Common Stock. 


ADDITIONS AND IMPROVEMENTS 

The Company has a continuing policy objective of maintaining all our physical properties in con¬ 
temporary and attractive condition. Substantial improvements were made in our Ardmore Store during 
1964 and the early part of this year. Of particular importance was the complete renovation and 
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realignment of our ready-to-wear floor, together with improvements made in that store on the first 
and lower main floors. Also, at this time, w e are going forward with a program at Philadelphia, Ardmore 
and Jenkintown of elevator automation which will result in improved service and increased customer 
convenience. 

LOOKING AHEAD 

Although it is difficult indeed to forecast accurately the business climate for the entire year, from 
present indications 1965 should be satisfactory in terms of both sales and earnings. 

Our sixth branch store at Plymouth Meeting is now under construction, proceeding on schedule, 
with the opening date expected to be in February, 1966. Plymouth Meeting will be the first two-level 
mall center in the Philadelphia trading area and we are confident will be even more exciting in its 
design conception than Cherry Hill. We are particularly pleased that Lit Brothers has accepted our 
invitation to be the second department store in this center. 

We continue to survey the Philadelphia trading area for additional branch store opportunities. 

Long range plans and building activities in downtown Philadelphia have encouraged us to plan 
major improvements in our Main Store during the years ahead. These plans include completion of air 
conditioning, renovation and extension of escalators to all selling floors and improvements in fixtures, 
lighting, location and decor of many of our departments. 

The high speed transit line from Kirkwood, New Jersey, to a new terminus at 8th & Market Streets 
is now under construction and when this project is completed it should add materially to customer 
traffic coming to our Main Store. 

IN APPRECIATION 

Strawbridge & Clothier has an exceptionally able and dedicated store family. The quality and 
character of services rendered by this outstanding group has won acceptance for our Stores over the 
years and enhanced the meaning of our Seal of Confidence. Their loyalty, interest and enthusiastic 
support have made the year just ended one of substantial accomplishment. The Board of Directors 
joins me in expressing sincere appreciation. 


April 7, 1965 


Respectfully, 
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ERNST & ERNST 

PHILADELPHIA 


To the Shareholders of 

Strawbridge & Clothier 

We have examined the statement of financial condition of Strawbridge & 
Clothier as of January 30, 1965, and the related statements of earnings and stock¬ 
holders’ investment for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. We made a similar examination and 
report for the year ended February 1, 1964. 

In our opinion, the accompanying statement of financial condition and 
related summary of earnings and statement of stockholders’ investment present 
fairly the financial position of Strawbridge & Clothier at January 30, 1965, and 
the results of its operations for the year then ended, in conformity with generally 
accepted accounting principles, applied on a basis consistent with that of the 
preceding year. 

Ernst & Ernst 

Philadelphia, Pa. 

March 26, 1965 


To the Shareholders 

The financial statements contained in this report are correct to the best of 
my knowledge and belief. 



Vice-President and Treasurer 
Strawbridge & Clothier 


April 7, 1965 
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SUMMARY OF EARNINGS 


Year Ended 



January 30, 

February 1, 


1965 

1965 

Earnings before “Lifo” inventory adjustment and before 
deducting interest, depreciation, and provision for income 



taxes. 

$ 9,358,818 

$ 7,114,844 

Deduct: 



“Lifo” inventory adjustment. 

82,212 

(46,281) 

Interest. 

535,308 

413,826 

Depreciation and amortization. 

1,382,754 

1,109.950 


$ 2,000,274 

$ 1,477,495 

Earnings Before Taxes on Income. 

$ 7,358,544 

$ 5,637,349 

Taxes on income—estimated: 

Provision for the year: 



Federal. 

3,401,000 

2,750,000 

State. 

414,000 

310,000 


$ 3,815,000 

$ 3,060.000 

Net Earnings . 

$ 3,543,544 

$ 2,577.349 


See notes to financial statements. 



























STATEMENT OF 


STRAWBRIDGE 


ASSETS 


Current Assets 

January 30, 
1965 

February 1, 

mu 



Cash. 

$ 2,872,729 

$ 3,666,450 

Accounts receivable: 



Customers: 



Regular charge accounts. 

10,480,611 

9,845,257 

Deferred payment accounts. 

5,894,290 

5,243,577 

Flexible charge accounts (Note A). 

4,929,067 

2,813,451 

Suppliers and sundry. 

600,814 

522,452 


$21,904,782 

$18,424,737 

Less allowance for loss. 

600,000 

500,000 


$21,304,782 

$17,924,737 

Merchandise inventories (Note B). 

12,812,160 

12,516,686 

Total Current Assets. 

$36,989,671 

$34,107,873 

Other Assets 



Expenditure in connection with development of Shop¬ 
ping Center at Plymouth Meeting, Pa. (Notes C 
and G). 

377,848 

-0- 

Cash on deposit with trustee for redemption of $5 
Cumulative Preferred Stock (Note D). 

191,167 

191,206 

Miscellaneous accounts receivable and advances. 

80,547 

24,590 

Sundry investments, less reserve of $25,000. 

224,991 

209,991 


$ 874,553 

$ 425,787 

Property, Fixtures, and Equipment —on the basis of cost 



Land, buildings, and equipment. 

45,308,885 

43,945,671 

Less allowance for depreciation. 

21,628,759 

20,246,005 


$23,680,126 

$23,699,666 

Deferred Charges 



Prepaid expenses. 

855,175 

855,817 

Supply inventories. 

241,065 

196,651 


$ 1,096,240 

$ 1,052,468 


$62,640,590 

$59,285,794 


See notes to financial statements. 
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FINANCIAL CONDITION 


& CLOTHIER 


LIABILITIES AND 
STOCKHOLDERS’ INVESTMENT 

January 30 , 


1965 

Current Liabilities 

Accounts payable. $ 3,956,598 

Accrued accounts. 868,027 

Payroll taxes and amounts withheld from employees... 362,612 

Federal, state and local taxes—estimated. 2,585,831 

Dividend payable. 218,213 

Long-term debt due within one year. 560,147 

Total Current Liabilities . $ 8,551,428 

Long-Term Debt —due after one year (Note E). 6,884,045 


Reserves 

For future income taxes (principally on installment sale 


gross profits). 2,771,662 

For deferred compensation and contingencies. 585,000 

$ 3,356,662 

Total Liabilities . $18,792,135 


Stockholders’ Investment 
Capital Stock: 

$5 Cumulative Preferred Stock, par value $100 per 
share, redeemable at $105 per share—at Janu¬ 
ary 30, 1965, authorized 62,534 shares; outstand¬ 
ing 61,479 shares, after deducting 1,055 shares 
in treasury (outstanding at February 1, 1964, 


62,029 shares) (Note D). 6,147,900 

Common Stock, par value $5 per share—authorized 
1,000,000 shares; outstanding 872,878 shares 
(outstanding at February 1 , 1964, 831,312 

shares) (Note F). 4,364,390 

Capital in addition to par value of shares. 6,011,281 

Earnings retained for use in the business. 27,324,884 

Total Stockholders’ Investment . $43,848,455 


$62,640,590 

Long-Term Lease Commitments (Note G) 

See notes to financial statements. Q 


February 1 y 
196U 


$ 4,676,109 
857,651 
372,851 
3,157,419 

- 0 - 

485,147 
$ 9,549,177 


5,444,192 


2,217,644 
531,707 
$ 2,749,351 
$17,742,720 


6,202,900 


4,156,560 

5,182,257 

26,001,357 

$41,543,074 

$59,285,794 
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STATEMENT OF 

STOCKHOLDERS’ INVESTMENT 


Capital Stock 

Preferred Stock: 

Balance at beginning of year. 

Less shares acquired during year. 

Common Stock: 

Balance at beginning of year. 

Stock dividend. 

Capital in Addition to Par Value of Shares 

Balance at beginning of year. 

Excess of amount charged against earnings retained for 
use in the business over the par value of Common 
Stock issued as stock dividend. 

Deduct premium paid on acquisition of $5 Cumulative 
Preferred Stock for treasury. 

Earnings Retained for Use in the Business 

Balance at beginning of year. 

Add net earnings for the year. 

Deduct: 

Cash dividends on Preferred Stock ($5 per share).. 
Cash dividends on Common Stock ($1 per share).. 
Stock dividends declared March 25, 1964, and 
March 20, 1963 (five shares and three shares, 
respectively, for each one hundred shares out¬ 
standing) : 

Paid April 15, 1964 (41,566 shares) and 
April 10, 1963 (24,213 shares) on the basis 
of $25 and $22, respectively, per share.... 

Earnings Retained for Use in the Business. 

Total Stockholders’ Investment. 


Year Ended 


January 30, 
1965 

February 1, 
196b 

$ 6,202,900 

$ 6,476,500 

55,000 

273,600 

$ 6,147,900 

$ 6,202,900 

4,156,560 

4,035,495 

207,830 

121,065 

$ 4,364,390 

$ 4,156,560 

5,182,257 

4,783,707 

831,320 

411,621 

$ 6,013,577 

$ 5,195,328 

2,296 

13,071 

$ 6,011,281 

$ 5,182,257 

26,001,357 

25,109,763 

3,543,544 

2,577,349 

$29,544,901 

$27,687,112 

308,253 

322,002 

872,614 

831,067 



See notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 


Note A —The flexible charge accounts receivable at January 30, 1965 include Company’s equity of $424,973 
in accounts aggregating $4,249,727 sold without recourse to a bank. 

Note B —Inventories of merchandise on hand and in transit are priced at cost on the last-in, first-out basis, 
determined under principles and by the use of published indices of price changes approved by the Com¬ 
missioner of Internal Revenue with respect to department stores generally. Such basis of pricing resulted 
in aggregate amounts for inventories at January 30, 1965, and February 1, 1964, of approximately 
$2,558,000 and $2,476,000, respectively, less than the amounts which would have been determined under 
the retail inventory method without regard to last-in, first-out principles. 

Note C —The amount represents the total outlays to January 30, 1965 in connection with this project and 
does not reflect expected recoupments (which may exceed the cost thereof) arising under an agreement, 
dated April 24, 1964 with the developer of the center or by reason of final lease arrangements for the 
store to be operated by the Company at the center. The recoveries under this agreement will consist of 
collections, net of applicable taxes, on a note receivable (secured by a mortgage) given by the developer 
pursuant to the agreement. The amount so collectible is contingent in part on the occurrence of certain 
events. 

Note D —Sinking fund provisions of the $5 Cumulative Preferred Stock require that on April 1st of each year the 
Company shall redeem shares of such class of stock in an amount of par value equal to two per cent of the 
greatest amount at any time outstanding after February 1, 1948, and prior to the date of such redemption. 
In compliance with such provisions, 1,803 shares of the $5 Cumulative Preferred Stock were retired on 
April 1, 1964. 

Dividends on the $5 Cumulative Preferred Stock have been paid to January 1, 1965, a dividend date. 

Note E —The portion of long-term debt due after one year (amounts due within one year are included in current 
liabilities) consists of the following: Term notes ($1,600,000) payable to an insurance company in semi¬ 
annual installments, commencing June 1, 1966, over a period of four years, $2,525,000 payable to a bank 
and others in fifteen annual installments, commencing May 1, 1966 and $2,000,000 payable to a bank 
and others in sixteen annual installments, commencing August 1, 1968. The covenants of the more restric¬ 
tive loan agreement provide, among other things, that while the loan remains unpaid the Company will 
maintain minimum working capital of $12,500,000, and that the aggregate after February 1, 1964, of 
payments of dividends (other than dividends paid in capital stock of the Company) and purchases of 
capital stock will not exceed the sum of $4,000,000 plus the amount of earnings accumulated after Feb¬ 
ruary 1, 1964. The amount of earnings retained for use in the business which was unrestricted by these 
provisions was $6,305,382 at January 30, 1965. 

First mortgage ($759,045) on unimproved land due in eight years. 

Note F —On March 17, 1965, the Board of Directors declared a dividend on Common Stock, payable in shares 
of Common Stock at the rate of seven dividend shares for each one hundred shares outstanding. The 
dividend shares, not exceeding 61,102 in the aggregate (including option cards for fractional shares) are 
to be issued April 15, 1965 to holders of record at the close of business April 1, 1965. In connection with 
this dividend the Board of Directors authorized transfers from Earnings Retained for Use in the Business 
to (a) Capital Stock, the sum of $5 (par value) for each dividend share, and (b) to Capital in Addition to 
Par Value of Shares, the sum of $29 for each dividend share. 
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NOTES TO FINANCIAL STATEMENTS (continued) 


Note G —At January 30, 1965, the Company was lessee under nine leases with terms, if renewal options are 
exercised, of not less than twenty years from the above date in each case. The present aggregate annual 
minimum rentals under these leases is $1,330,000 plus, in certain instances, real estate taxes, insurance 
and similar charges, and increased amounts based on percentages of sales. 

Under an indenture of lease with a trust company, the latter will purchase for cost (not to exceed 
$5,000,000), at specified progress stages, land, site improvements and a store building being constructed 
by the Company in Plymouth Township, Montgomery County, Pennsylvania (Plymouth Meeting). The 
building, when completed, will be leased from the trust company for a period of twenty-five years (with 
options to renew at reduced rental, or to purchase at end of such term) at a rent based on the cost to the 
trust company, plus real estate taxes, insurance and similar charges. The factors remain to be established 
upon which this lease is to be based. Conveyance to the trust company is scheduled for not later than 
July 1, 1966. 
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This is the Famous Seal of Confidence 


... your constant assurance that today, as in 1868 , the 
high principles of storekeeping established by Justus C. 
Strawbridge and Isaac H. Clothier govern the conduct of 
our business. Whenever your purchase depends on 
Confidence, depend on 



STRAWBRIDGE & CLOTHIER 





